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SUBJECT: FINANCIAL LOANS TO BRAZIL 

1. DURING COURTESY CALL BY FINATT ON PAULO LIRA, DIRECTOR 
OF BRAZIL'S CENTRAL BANK, LIRA SAID THAT 40 PERCENT CRUZEIRO 
DEPOSIT REQUIREMENT ON FOREIGN FINANCIAL LOANS TO BRAZIL 
IMPOSED AUGUST 3 1 HAD BEEN VERY EFFECTIVE IN HALTING THE 
MASSIVE INFLOW OF FOREIGN FUNDS WHICH HAD BEEN NEGATING 
BRAZIL'S TIGHT DOMESTIC MONETARY POLICY AND HURTING DOMESTIC 
EFFORTS TO FIGHT INFLATION. LIRA NOTED THAT ONLY ABOUT $30 
MILLION IN FIANCIAL LOANS HAD COME IN SINCE THE DEPOSIT 
REQUIREMENT WAS IMPOSED. AS ANTICIPATED, HOWEVER, LOANS COMING 
UP FOR RENEWAL WERE ALL BEING ROLLED OVER SINCE THE RENEWED 
LOANS ARE NOT SUBJECT TO THE DEPOSIT. (THE TOTAL GROSS INFLOW 

OF FUNDS THIS YEAR THROUGH AUGUST 31 IS ESTIMATED TO HAVE 
BEEN ABOUT $4 BILLION.) 

2. WHEN ASKED ABOUT THE IMPACT OF THE MEASURE ON DOMESTIC 
CREDIT AVAILABILITY, LIRA OPINED THAT PRIVATE ENTITIES WERE 
FINDING ALTERNATIVE SOURCES OF FUNDS - ALTHOUGH PERHAPS NOT 
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PAYING HIGHER INTEREST RATES. HE ADDED, HOWEVER, THAT PUBLIC 
ENTITIES WERE HAVING FINANCIAL PROBLEMS SINCE MONETARY AUTHOR- 
ITIES, IN THEIR DETERMINATION TO FIGHT DOMESTIC INFLATION, HAVE 
BEEN DENYING THESE ENTITIES ACCESS TO THEIR USUAL SOURCES 
OF FUNDS. FURTHERMORE, LIRA NOTED THAT THE GOVERNMENT WAS 
DETERMINED TO KEEP THE LID 
ON AT THIS POINT, PARTICULARLY 

BECAUSE OF THE RENEWED INFLATIONARY PRESSURES. 

CRIMMINS 
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